STANLIB Absolute Plus Fund
Quarterly update at 30 June 2020
Who are the investment managers?
STANLIB Asset Management (Pty) Ltd, FSP 719, an authorised Financial Services Provider under the Financial Advisory and Intermediary Services
Act 2002, manage the investments of the fund.
Marius Oberholzer
BCom (Economics and
Commercial Law), MSc (Global
Finance)
Head of Absolute Return
Marius joined STANLIB in September 2013 as
co-head of Absolute Return Strategies, taking
over as head of the team in September 2015.
He has 18 years of buy side experience with a
high degree of specialisation managing
absolute return type strategies. Marius began
working at TT International in London in 2000,
moving to Hong Kong in 2004. He was portfolio
manager of TT’s Asian Hedge Fund and
provided insights across the firms other
investment offerings both on a bottom up and
top-down macro basis. Marius holds a BCom
from Stellenbosch University and an MSc in
global finance from Stern Business School at
NYU and the Hong Kong University of Science
and Technology.

Peter van der Ross
BBusSci, CFA
Portfolio manager
Peter joined STANLIB in January 2016 as a
portfolio manager in the Absolute Return team.
He has 19 years of buy side experience in the
investment management industry. Prior to
joining STANLIB Peter was Head of Libfin
Investments. Before joining Liberty, Peter was
head of investment strategy at Momentum
Asset Management and RMB Asset
Management. Peter holds a bachelor of
business science degree in economics and
finance from the University of Cape Town and
is a CFA charterholder.

Vaughan Henkel
BSc (Electrical/Electronic
Engineering), CFA
Portfolio manager
Vaughan joined STANLIB in 2013 and moved
to the Absolute Return team in January 2017
as a portfolio manager. He has 19 years of
experience in the investment Industry and in
various roles including but not limited to,
straddling fundamental and quantitative equity
research, equity strategy and research
management. Vaughan holds a B Sc. electrical
engineering,
management
advancement
programme from Wits Business School and is
a CFA charterholder.

Fund review
The STANLIB Absolute Plus Fund delivered a positive return of 8.1% gross of fees during the quarter. The fund recovered from the losses
experienced during the market sell-off in March, when our bond position adversely effected the portfolio.
The second quarter return places the fund’s performance back into positive territory year-to-date and on a rolling 12-month basis to 30 June 2020.

Market overview
After the fastest ever 30% fall in the S&P500 in the first quarter of 2020, the second quarter delivered the fastest ever 40% rise in the S&P500. This
recovery was the general theme during most of the quarter, with markets heaving a huge sigh of relief as global policymakers – both monetary and
fiscal – continued to announce massive stimulus packages.
However, the rising tide has not quite lifted all boats. Apart from the obvious laggard candidates across restaurant and leisure industries, banks and
property (both in SA and globally) have lagged technology stocks. The broad pattern of the recovery so far seems logical, even though we doubt that
the pace is sustainable. Equity option pricing markets share these doubts, as although implied volatility has recovered from the March extremes, it
has generally settled at well above average levels, suggesting that we’re not out of the woods yet.
We also saw record issuance of investment grade debt in developed markets during the quarter. All the US Fed, in particular, needed to do was
indicate that they would buy high grade credits, and the market rushed into that space. In the short term, these moves stave off some potential
bankruptcies, but longer term, equity holders should demand higher returns as compensation for supporting more geared entities.
Sovereign bond markets have been a mixed bag. Core developed markets are under no illusion that policy rates are going to stay low for the
foreseeable future. Although emerging market (EM) bond markets have recovered well off their lows, there is a growing realisation that many EM
countries simply cannot afford their announced emergency pandemic response measures. In the case of SA, markets are now moving to price in
additional sovereign downgrades, further into junk territory.
Locally, a strong move to repair corporate balance sheets is playing out. We have seen a combination of dividends being cancelled and an increasing
number of rights issues being used both defensively and potentially offensively. The reality for equity investors though, is a dilution of their interests.

Looking ahead
It is tempting, but flawed, to simply adopt the pattern of the 2009-2010 recovery as the playbook for what we’re experiencing. For one thing, there is
no political appetite for the fiscal austerity seen then. In addition, developed market labour statistics are being skewed by furlough schemes, so the
true strength and sustainability of retail spend is decidedly unclear. The third quarter will see an interesting tussle between countries wanting to
extend income-replacement schemes versus, in some cases, markets that may be unwilling to let them.
For the time being, markets are focused on the pace of business re-opening and the risks around a second wave of COVID-19 infections. Strictly
speaking, even the current resurgence of infections in the US is an extension of the first wave, with a true Spanish Flu-type second wave being a
risk that we’ll face next year, if at all. Nevertheless, the sharp downgrades to earnings expectations seem largely behind us, with those revisions on
track to be outright positive (rather than less negative) in the near future.
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Our recent tactical analysis suggests to us that markets have not fully discounted a V-shaped recovery. In other words, the next 12 months could
see new highs in many more global equity markets if a true V-shaped recovery unfolds. Our base case, though, remains for a more tepid recovery,
as even if underlying behaviour patterns normalise quickly (which we doubt), policy stimulus cannot continue providing the same levels of support.
As it is, the rate of change of the US Fed’s balance sheet expansion is already slowing and going into 2021, fiscal deficits surely cannot double
again! Nor do we think markets will re-test their March lows (policy puts are well in force), so that probably leaves us in a broadly rangebound
environment for the time being, as policymakers try to tiptoe away from emergency measures. The risks for policy error here are heightened.
Locally, the national fiscus is severely stretched. For the last few years our broad preference has been to take equity risk offshore and fixed income
risk locally. However, that balance is gradually shifting (note: not reversing), as we see attractive yields on offer in global credit while at the same
time, we’re acutely aware that the risk-reward prospects for SA government bonds are deteriorating.
Although the rand appears cheap, the lack of carry attractiveness courtesy of recent interest rate cuts means that the rand’s beta to a global trade
recovery is likely to be more muted this time. We therefore expect to enter a tricky patch, with the rand being buffeted by global forces for a stronger
unit versus local pressures for a weaker one.
The commentary gives the views of the portfolio manager at the time of writing. Any forecasts or commentary included in this document are not guaranteed to occur.

Change in allocation of the fund over the quarter

Fund classes

Asset type
Domestic Cash & Mny Mkt
Domestic Commodity
Domestic Currency Overlay
Domestic Equity
Domestic Fixed Interest
Foreign Cash & Mny Mkt
Foreign Currency Overlay
Foreign Equity
Foreign Fixed Interest

Q2 2020

Q1 2020

Change

Class

Type

TER

Price (cpu)

16.38
0.00
25.38
3.37
51.60
-6.45
-25.38
22.06
13.05

7.43
0.00
38.03
13.41
46.82
20.31
-38.03
1.30
10.72

8.95
0.00
-12.65
-10.04
4.77
-26.77
12.65
20.75
2.33

A
B1

Retail
Retail

1.8
1.23

141.36
141.77

Units
366,086,509.19
885,327,280.71

NAV (Rand)
517,510,689.22
1,255,110,900.94

All Price, Units and NAV data as at 30 June 2020.
Units - amount of participatory interests (units) in issue in relevant class.
TER - 1 Year Total Expense Ratio (%) including VAT as at 31/03/2020. The Total Expense
ratio (TER) shows the charges, levies and fees relating to the management of the portfolio
and is expressed as a percentage of the average net asset value of the portfolio, calculated
over the period shown and annualised to the most recently completed quarter. A higher
TER does not necessarily imply a poor return, nor does a low TER imply a good return.
The current TER should not be regarded as an indication of future TERs.

The portfolio adhered to its portfolio objective over the quarter.
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Disclosures
Collective Investment Schemes in Securities (CIS) are generally medium to long term investments. The value of participatory interests may go down as well as up and
past performance is not necessarily a guide to future performance. CIS are traded at ruling prices and can engage in borrowing and scrip lending.
The STANLIB Absolute Plus Fund is a portfolio of the STANLIB Collective Investment Scheme (the Scheme).
The manager of the Scheme is STANLIB Collective Investments (RF) (Pty) Limited (the Manager). The Manager is authorised in terms of the Collective Investment
Schemes Control Act, No. 45 of 2002 (CISCA) to administer Collective Investment Schemes (CIS) in Securities. Liberty is a full member of the Association for Savings
and Investments of South Africa (ASISA). The Manager is a member of the Liberty Group of Companies. The manager has a right to close a portfolio to new investors in
order to manage the portfolio more efficiently in accordance with its mandate. The Manager does not provide any guarantee either with respect to the capital or the return
of a CIS portfolio. A schedule of fees and charges and maximum commissions is available on request from the Manager.
The trustee of the Scheme is Standard Chartered Bank.
The investments of this portfolio are managed, on behalf of the Manager, by STANLIB Asset Management (Pty) Ltd, an authorised financial services provider (FSP), FSP
No. 719, under the Financial Advisory and Intermediary Services Act (FAIS), Act No. 37 of 2002.
Prices are calculated and published on each working day, these prices are available on the Manager’s website (www.stanlib.com) and in South African printed news
media. This portfolio is valued at 15h00. Forward pricing is used. Investments and repurchases will receive the price of the same day if received prior to 15h00.
This portfolio is permitted to invest in foreign securities. Should the portfolio include any foreign securities these could expose the portfolio to any of the following risks:
potential constraints on liquidity and the repatriation of funds; macroeconomic risks; political risks; foreign exchange risks; tax risks; settlement risks; and potential
limitations on the availability of market information.
All performance returns and ranking figures quoted are shown in ZAR and are based on data sourced from Morningstar or Statpro and are as at 30 June 2020.
Annualised return figures are the compound annualised growth rate (CAGR) calculated from the cumulative return for the period being measured. These annualised
returns provide an indication of the annual return achieved over the period had an investment been held for the entire period. Actual annual figures are available on
request from the Manager.
Portfolio performance figures are calculated for the relevant class of the portfolio, for a lump sum investment, on a NAV-NAV basis, with income reinvested on the exdividend date. Individual investor performance may differ due to initial fees, actual investment date, date of reinvestment of income and dividend withholding tax. Portfolio
performance accounts for all costs that contribute to the calculation of the cost ratios quoted, all returns quoted are after these costs have been accounted for.
Additional information about this product including, but not limited to, brochures, application forms and annual or quarterly reports, can be obtained free of charge, from
the Manager and from the Manager’s website (www.stanlib.com).

Contact details
Manager

Investment Manager

STANLIB Collective Investments (RF) (Pty) Limited
Reg. No. 1969/003468/07
17 Melrose Boulevard, Melrose Arch, 2196

STANLIB Asset Management (Pty) Ltd
An authorised financial services provider, FSP No. 719
Reg. No. 1969/002753/07
17 Melrose Boulevard, Melrose Arch, 2196

Telephone:
Email:
Website:

0860 123 003
contact@stanlib.com
www.stanlib.com

Telephone:
Website:

+27 (0)11 448 6000
www.stanlib.com

Trustee
Standard Chartered Bank
Reg. No. 2003/020177/10
2nd Floor, 115 West Street, Sandton, 2196
Telephone:

+27 (0)11 217 6600
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